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Optional Advertising Planning by Stochastic Frontier Model

Katsuaki Tanaka

There are two approach, parametric approach and non—parametric approach to an optimization
problem in the stochastic frontier model. This paper presents a non—parametric method named DEAP
(data envelopment approximation) model. By considering a budget constraint to that model, we are
going to persue the optimal advertising planning. In parametric approach, we have to estimate the
production function like the Cobb—Douglas functional form. But in our DEAP model, we are able to
estimate the frontier with unknown functional form and find the optimal combination using a budget
constraint. As an illustrative example, we find the optimal combination of mass media (newspaper,
magazine, television and radio) from two viewpoint of awareness and knowledge. In DEAP model,

the best practice at present will be improved, as the number of observation increase.

JEL Classification: M31, M37
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